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SUBJECT: US-JAPANESE AGREEMENT - PRESS REPORT 

1. AN ARTICLE, ENTITLED "SECRET AGREEMENT BETWEEN 
TOKYO AND WASHINGTON?" APPEARED IN THE JANUARY 27 
EDITION OE THE ERANKFURTER ALLGEMEINE ZEITUNG. 

INFORMAL TRANSLATION FOLLOWS: 

2. IN THE COMING TALKS THIS WEEKEND IN BRUSSELS 
BETWEEN THE JAPANESE MINISTER EOR FOREIGN ECONOMIC 
AFEAIRS USHIBA AND THE EUROPEAN COMMISSION, THE 

EC WILL EXPRESS ITS DOUBTS OVER THE EFEICACY OF 
JAPANESE MEASURES TO REDUCE THEIR TRADE BALANCE 
SURPLUS. BRUSSELS HAS NOTED WITH ASTONISHMENT THE 
EXTREMELY POSITIVE U.S. REACTION TO THE AGREEMENT 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE02 BONNOI87I 0IOF02 3II738Z 

WORKED OUT BETWEEN TOKYO AND WASHINGTON. THE 
RESPONSIBLE OFFICES IN BRUSSELS ARE COMING TO THE 
CONCLUSION, AETER CLOSER STUDY OF THE AGREEMENT, 

THAT THE MEASURES COULD HARDLY WORK. FOR THIS 
REASON, THE SUSPICION HAS ARISEN IN BRUSSELS, 

THAT THE JAPANESE COULD HAVE SECRETLY MADE 
THE COMMITMENT TO THE AMERICANS THAT THEY WOULD 
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INCREASE ARMS PURCHASES IN THE U.S. IN THIS WAY, 

THE TRADE SURPLUS OF ABOUT 10 BILLION DOLLARS COULD BE 
REDUCED. 

3. FIRST OF ALL, BRUSSELS DOUBTS THE PROSPECT 
OF A 7.5PERCENT GROWTH RATE FOR JAPAN IN 1978. 

ACCORDING TO EC ESTIMATES, THE GROWTH RATE WILL 
REACH ONLY 5.5 PERCENT. FURTHERMORE, OBSERVERS 
BELIEVE THAT THE TARIFF REDUCTIONS WHICH THE 
JAPANESE ARE INSTITUTING AUTONOMOUSLY, AND 
WHICH WILL LATER HOWEVER BE INCORPORATED 

IN THE GATT ROUND OE TARIFF REDUCTIONS, 

WILL HAVE ONLY LITTLE EFEECT. IT HARDLY HELPS 
WHEN, EOR EXAMPLE, THE TARIFF FOR AUTOMOBILES 
IS LOWERED FROM 6.5 TO 0 PERCENT, IE EOREIGN 
PRODUCTS ARE TWICE AS EXPENSIVE IN JAPAN AS THEY 
ARE IN THE COUNTRY OF ORIGIN. BECAUSE OE THE 
SMALL NUMBERS OF CARS SOLD, THE DEALERS TAKE EX- 
TREMELY HIGH MARGINS. 

4. THE AVERAGE TARIFF RATE, ENVISAGED BY 
THE JAPANESE IS TO BE REDUCED FROM 10.8 TO 

6.2 PERCENT, OVER AN EIGHT YEAR PERIOD. BRUSSELS 
HAS FIGURED OUT AN AVERAGE REDUCTION OE ONLY 
2 PERCENT, FOR THE GOODS IN WHICH THE COMMUNITY 
IS INTERESTED. THE JAPANESE PROMISES TO CUT 
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TARIFFS, IT SEEMS, ARE TO BENEEIT U.S. GOODS, AND 
NOT SO MUCH EC PRODUCTS. THEREFORE THE EC, IN ITS 
DISCUSSIONS WITH USHIBA, WILL URGE MORE CONSIDERATION 
FOR EC EXPORTS. THEY WOULD INCLUDE CHEMICAL 
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PRODUCTS, PROCESSED AGRICULTURAL GOODS, HEXTILES 
AND MACHINES. 

5. IN ADDITION, THE COMMUNITY WILL ASK GENERALLY 
EOR AN INCREASE IN THE SHARE OE EINISHED GOODS 

IN JAPANESE TOTAL IMPORTS, WITHOUT NAMING A SPECIEIC 
PERCENTAGE. UNTIL NOW THE PORTION HAS BEEN ONLY 
20 PERCENT. ALSO, BRUSSELS WILL ASK THE JAPANESE 
TO BE MORE CONCESSIONARY IN GOVERNMENT PURCHASING. 
EINALLY, THE EC HOPES THE JAPANESE WILL SUCCEED 
IN ATTEMPTS TO IMPROVE IMPORT EINANCING. 

6. THE COMMISSION SEES THIS AS AN OPPORTUNITY TO 
SPEAK CLEARLY WITH THE JAPANESE, BECAUSE THE ERENCH 
AND BRITISH, INPARTICULAR, ARE DEMANDING MORE 
PROTECTION AGAINST JAPANESE EXPORTS. IT IS CONCEDED 
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IN BRUSSELS, THAT SOME ARE ONLY LOOKING EOR A 
SCAPIGOAT EOR PROTECTIONISTIC MEASURES. 

7. ACTUALLY WHAT IS SHOWN IN THE JAPANESE TRADE 
BALANCE SURPLUS VIS A VIS THE EC OE 5 BILLION, IS 
THE ESPECIALLY STRONG COMPETITIVENESS OE JAPAN. 

THE COMMISSION WILL THEREEORE SEE TO IT THAT IT 
WILL BE POSSIBLE TO INCREASE EXPORTS TO 

JAPAN. ALSO IT WILL WORK EOR A TRILATERAL 
CONEERENCE BETWEEN THE US, EC AND JAPAN WHERE 
TRADE QUESTIONS SHOULD BE DISCUSSED. END 
TRANSLATION. 

STOESSEL 
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